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COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION
AT RI CHVOND, APRIL 16, 2002
JO NT APPLI CATI ONS OF

GROUNDHOG MI'N. PROPERTY CASE NO. PUE-1999-00814
OWNERS, | NC.

and

GROUNDHOG MIN. WATER &
SEVER COVPANY, | NC.

For authority to acquire

and to dispose of utility
assets

pursuant to the Transfers
Act and for certificates

of public conveni ence and
necessity pursuant to

88 56-265.2 and 56-265. 3

FI NAL ORDER

On Decenber 12, 2000, Groundhog Mn. Property Owners,
Inc. ("GWQO'), and Groundhog M n. Water & Sewer Conpany, Inc.
("GWMS") (collectively, "Applicants"), conpleted their
Application, which initially was filed on Decenmber 13, 1999,
and subsequently anended on March 14, 2000. Pursuant to the
Utility Transfers Act, Chapter 5 of Title 56 of the Code of
Virginia ("Code"), Applicants request authority for GWO to
di spose of, and for GWWS to acquire, GWO s water and sewer
facility assets pursuant to a |license agreenent between the

parties. The Applicants also request, pursuant to 88 56-265.2


http://www.state.va.us/scc/contact.htm#General

and 56-265.3 of the Code, certificates of public convenience
and necessity for GWAKS to acquire the above-referenced assets
and to provide water and sewer service to its requested
service territories. Finally, the Applicants request approval
of GWMS' s proposed rates, rules, and regul ati ons of service.

On January 9, 2001, the Comm ssion issued an Order
docketing this case, directing publication of notice of the
Application, and providing interested persons an opportunity
to comrent on the Application and request a hearing. On
March 19, 2001, Doe Run Properties, LLC ("DRP"), and The Doe
Run at Groundhog Mountain, Inc. ("DRAGM') (collectively,
"Protestants"), filed comments, objections, and requests for
hearing. DRAGMis a tenant of DRP and is the operator of The
Doe Run Lodge ("Lodge"). On April 2, 2001, the Applicants
filed a response, which addressed each of the objections
rai sed by the Protestants.

On April 11, 2001, the Comm ssion entered an Order for
Notice and Hearing, in which it appointed a Hearing Exam ner
to hear the case, scheduled a public hearing, established a
procedural schedule for prefiling testinony and exhibits, and
required the Applicants to provide notice of the public
hearing. By rulings entered on April 18 and May 8, 2001, the
Heari ng Exam ner granted Applicants' request to conduct the

hearing in the City of Roanoke, Virginia, and directed the



Applicants to nodify the notice set forth in the Comm ssion's
Order for Notice and Hearing to reflect the change in the
| ocation of the public hearing.

On July 17, 2001, the public hearing was convened at the
Roanoke City Council Chamber. W Il burn C. Dibling, Jr.,
Esquire, appeared as counsel for the Applicants. Lisa S
Goodwi n, Esquire, appeared as counsel for the Protestants.
Marta B. Curtis, Esquire, appeared as counsel for the
Comm ssion's Divisions of Energy Regulation and Public Uility
Accounting. One public witness testified at the hearing.

On January 9, 2002, the Exam ner issued the Report of
M chael D. Thomas, Hearing Exam ner, and on January 10 and 11,
2002, the Exam ner issued suppl emental reports (collectively,
"Hearing Exam ner's Report"). On January 29, 2002, Applicants
filed comments in support of the Hearing Exam ner's Report.

On January 30, 2002, Protestants filed objections to the
Heari ng Exam ner's Report.

NOW THE COWM SSI ON, havi ng considered the record, the
pl eadi ngs, the Hearing Exam ner's Report, the comments and
objections filed in response thereto, and the applicable |aw,
is of the opinion and finds as foll ows.

We approve the transfer of water and sewer utility assets
from GWO to GWAKS pursuant to the terns of the |icense

agreenent dated Decenmber 4, 2000, in accordance with the



Uility Transfers Act. W find that such transfer will not

j eopardi ze or inpair the provision of adequate service to the
public at just and reasonable rates. W also find, pursuant
to 8§ 56-265.2 of the Code, that the public conveni ence and
necessity requires us to issue GWWKS a certificate to acquire
the water and sewer utility facilities from GWO.

We find that it is in the public interest for GWKS to
provi de sewer service in its requested territory and grant
GWKS a certificate of public conveni ence and necessity,
pursuant to 8 56-265.3 of the Code, to operate a sewer utility
in the service territory it has requested. W also find that
it isin the public interest for GWA&S to provide water
service in its requested territory. W grant GWW&S a
certificate of public convenience and necessity, pursuant to
8§ 56-265.3, to operate a water utility in the service
territory it has requested, conditioned upon GWALS recei Vi ng
an operating permt fromthe Virginia Departnment of Health for
its new well and storage tank within six nonths fromthe date
of this order. Finally, we adopt the rates, rules, and
regul ati ons of water and sewer service reconmended by the
Heari ng Exam ner, which do not appear unjust and unreasonabl e.

The Hearing Exami ner's Report thoroughly sets forth the
evidence and the issues in this case. W will not review here

every recomendation, rationale, and objection. W agree wth



the Exami ner's recomrended results. We also will comrent on
certain objections raised by the Protestants.

Protestants object to the Exam ner's treatnent of the
1999 special assessnment, arguing that GWAS s revenue
requi renment should not be based on that assessnent.
Protestants' objection is not well founded. It is clear from
the record in this case that GWAS's revenue requirenent is
not based on the 1999 special assessnment. The 1999 speci al
assessnment is treated as a deduction fromrate base. The
recommended revenue requirenment, however, does not include a
conponent for a return on rate base. As a result, the rate
base treatnment of the special assessnent does not alter the
revenue requirement. Moreover, if the revenue requirenment in
this case included a conmponent for return on rate base, then
the 1999 special assessnment woul d reduce the revenue
requi renment by lowering rate base. |In any respect, the 1999
speci al assessnent does not inpact the recommended revenue
requirement in this proceeding.

Protestants al so assert that the Hearing Exam ner erred
by not applying an abandonnment analysis in this case. 1In this
regard, we have anal yzed whether it is in the public interest
for the Applicants to exclude Protestants fromthe requested
water service territory and to cease water service to the

Protestants. We find that: (1) the Applicants have no | egal



right to use Protestants' water facilities; (2) the Applicants
do not own or control water facilities necessary to provide
wat er service to the Protestants; (3) under Applicants'
proposal, GWO s honmeowners wi |l have conplete control over
their water system (4) GWO and the Lodge have dianmetrically
opposed views on the proper rate design for water service;
(5) Protestants will suffer no financial hardship or |ack of
wat er supply by being excluded from Applicants' service
territory; and (6) Protestants will not be prejudiced by
Applicants' request.

We conclude that the proposed territory, which
ef fectuates a discontinuance of service to the Protestants, is
in the public interest. Accordingly, we find that it is in
the public interest for GWO to abandon its prior water
service to the Protestants. Moreover, an abandonnment anal ysis
as requested by the Protestants reaches the sane result.
Protestants contend that — under a separate abandonment
anal ysis — the Comm ssion should reject Applicants' requested
territory due to Protestants' financial hardship and
i nadequat e water supply. As noted above, however, we agree
with the Exam ner's finding that Protestants will suffer no
financial hardship or lack of water supply as a result of

bei ng excluded fromthe Applicants' service territory.



Finally, we disagree with the Protestants' assertion that
8§ 56-234 of the Code requires the Applicants to include the
Protestants within the certificated territory. Section 56-234
does not require this Conm ssion to expand existing, or
proposed, public utility territories to enconpass custoners
outside such territories.

Accordingly, IT IS ORDERED THAT:

(1) Pursuant to 88 56-89 and 56-90 of the Code of
Virginia, GWO is hereby granted authority to transfer water
and sewer utility assets to GWWKS pursuant to the terns of the
i cense agreenent dated Decenber 4, 2000.

(2) GWMAS is hereby authorized to acquire from GWO
wat er and sewer utility facilities pursuant to the terns of
the |icense agreenent dated Decenmber 4, 2000.

(3) Applicants shall submt a Report of Action to the
Commi ssion's Director of Public Uility Accounting no |ater
than thirty (30) days, subject to extension by the Director of
Public Utility Accounting, after the transfer of the utility
assets from GWO to GWAS, notifying the Comm ssion that such
transfer has taken pl ace.

(4) GWAKS is hereby issued Certificate No. W300 to
provi de sewer service in its requested service territory.

(5) GWAS is hereby issued Certificate No. S-86 to

provi de water service in its requested service territory,



condi ti oned upon GWAS receiving an operating permt fromthe
Virginia Department of Health for its new well and storage
tank within six months fromthe date of this order.

(6) GWAS shall submt witten notification to the
Comm ssion's Division of Energy Regul ation no |ater than
thirty (30) days after receiving an operating permt fromthe
Virginia Departnment of Health for its new well and storage
t ank.

(7) The rates, rules, and regulations for the provision
of water and sewer services recomended by the Hearing
Exam ner are hereby approved. The water rates approved herein
currently are in effect. The sewer rate and escrow accounti ng
approved herein shall be effective as of GWW&S' s first billing
cycle following the date of this order

(8) GWAS shall within sixty (60) days fromthe date of
this Order submt to the Comm ssion's Division of Energy
Regul ation a tariff incorporating the rates, rules, and
regul ati ons approved herein.

(9) The book and record keeping requirenents reconmended
by the Hearing Exam ner, including the establishment of an
escrow account, are hereby adopted.

(10) This matter is hereby dism ssed.



